Woman C.P.A.
Volume 25

Issue 5

Article 6

8-1963

Tips for Busy Readers
S. Madonna Kabbes

Follow this and additional works at: https://egrove.olemiss.edu/wcpa
Part of the Accounting Commons, and the Women's Studies Commons

Recommended Citation
Kabbes, S. Madonna (1963) "Tips for Busy Readers," Woman C.P.A.: Vol. 25 : Iss. 5 , Article 6.
Available at: https://egrove.olemiss.edu/wcpa/vol25/iss5/6

This Article is brought to you for free and open access by the Archival Digital Accounting Collection at eGrove. It
has been accepted for inclusion in Woman C.P.A. by an authorized editor of eGrove. For more information, please
contact egrove@olemiss.edu.

Tips for Busy Readers
S. Madonna Kabbes, C.P.A.

DIFFERENCES BETWEEN UNITED
STATES AND FOREIGN REPORTING,
by Dudley E. Browne. Financial Executive—
Vol. XXXXI-No. 1, January, 1963, p. 20.
Drawing on the experiences of his own
company (Lockheed Aircraft Corporation) the
author outlines some of the engineering, re
porting and accounting problems encountered
by those corporations, who are carrying on
operations in foreign countries.
He lists three areas where he feels financial
reporting by American industry differs mate
rially from that of many other countries:
(1) The emphasis placed on management
planning and control based upon budgets and
forecasting techniques.
(2) The degree of disclosure of corporate
information to investors, creditors, and the
public.
(3) The relationship between the books of
account and the financial statements prepared
from such books and issued for public use.
Relating the first area of difference to the
policies followed by his own company, a de
scription is given of their master plan which
is the long-range plan extending ten years into
the future; also a series of forecasts prepared
by the operating divisions and consolidated by
the forecast department and projecting plans
five years into the future. The third planning
tool is the use of the first year of this five-year
forecast as the annual management budget.
The use of such forecasting methods enables
management to plan and control. Actual re
sults, as reported on the financial statements,
are compared with such forecasts and a con
tinual effort is made to improve future plan
ning. Such tools are typical of those being used
by American industry and emphasize the re
liance management places on such forecasting
techniques.
Full disclosure of all significant information
is the goal of both the industrial and the inde
pendent public accountant in preparing and
examining the reports presented by American
companies to their stockholders, creditors and
the regulatory agencies. While this emphasis
on full disclosure has not always been true,
even in America, annual reports now include
the statements of financial position and the
operating statement (many also include the
funds statement), as well as many analyses,

graphs and charts to enable the reader to fully
comprehend the data being presented. Budgets
and forecasts are usually furnished only to
banks and major creditors.
In America financial statements are based
upon the books of account, with possibly a few
reclassifications for statement purposes. In
many countries the figures prepared for man
agement, or for tax purposes, are not necessari
ly in agreement with those published. In the
United States the various professional account
ing organizations have been instrumental in
bringing about the reporting of data to gov
ernment agencies and others, that is based on
generally accepted accounting principles.
Specific differences which the author’s com
pany found in their foreign operations included
delay in furnishing annual reports, and lack
of available credit and financial information
in the possession of a client’s banker. Another
variation concerned the practice of foreign
companies of including in the quoted contract
price a percentage return on both the borrowed
and invested capital; in the United States
such return is considered a part of the profit.
Many European countries do not publish sales
figures; are allowed greater freedom in cre
ating contingency reserves; and use foreign
bases as tax sanctuaries in order to improve
their competitive position in world markets.
The report of the independent accountant of
ten certifies the statements have been pre
pared “according to law” rather than “accord
ing to generally accepted accounting princi
ples” as is true in the United States.
Certain developments indicate that greater
standardization of accounting practices is
evolving. Manufacturers of high speed com
puters often include a system for the operation
of such machines designed to serve both the
foreign and domestic offices of the company.
More extensive listing of corporate stocks on
foreign exchanges has influenced the require
ment for more standardized reports. The in
fluence of the European Common Market is
bringing accounting methods of those nations
closer together.
The author does not urge uniformity in ac
counting practice, but hopes for “improved
comparability of information, greater disclo
sure, and better understanding of the practices
in other nations.”

